ClTY OF HAYWARD AGENDA DATE Qcdober 3.0. 1998
AGENDA REPORT AGENDA ITEM  —=2

WORK SESSION ITEM

TO: Redeve bpmentAgency Board
FRROM: Director of Com m unity and Econom icDe\e bpment
SUBECT: Loan for Seism ic Retrofitand Facade Im provement® for te

Green ShutkerH ot 1

Recomn m endation;

Itis reconmended tatte Redeve bpmentAgency Board adoptte atlach ed resolition
aut orizing a ban from te Low and Moderak Income H ousing Fund in e am ountof
$550,000 ©© Crow n Management, Inc.and American i o€ I, Inc for tie seismic retrofit
and facade upgrade ofte Green Shuterf oe 1

Bad ground:

The Green Stuter H ok Batt e comer of Band Main Street w as bui kin 1920. Inita ¥
consttucked as a w o story conce® b bck conmercaallbui Bingin te RderalRevivallsty 1
fronting on B Street; in 1926, itw as greatd expanded and con\ered o h ok Buse wit an
exensive W o-story bric addition exending nearl 200 fetsout abng Main Street Long
a hndmark in dow ntow n f ayw ard, tie Green Shutker ishome 1 a restaurant, shops and a
singll room occupancy residentallh ok EDue © it age and type of construction, tie Green
Stuter comes under te City3 Eart quake H azard Reduction for Unreinfored Masonry
Bui Bings Ordinanc .

In 1993, Cound Bestab khed a seismic retrofit ban program for unreinfored m asonry
bui Bings in downtown K ayw ard . The program w as operatd by a consortum of bcal
Inders, Bd by Bank ofte West The program focused on proMding retrofit ban funds for
com m erda Bproperties whia metbank underw riing guide Enes, sinc \ery fw Enderswere

m ak ing re tofit bans att attim e .Program Enderswere aw are oft e need oseismicaly

retrofitte Green Shutkrand te factt atitdid notfitprogram guide Bnes because ith oused

hot retai Band residentiaBuses. Therefore, e Ender agreementinclided a chuse enab Ing
asingll bank or com bination ofbanks ©m ake retrofit bans whia didn*tftwitin te

program guide Enes.
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Resoling LegaBand Underw riting Issues
There were a num ber of Bgalland underw riting issues tatneeded 1 be resoled before a
ban cou Ml be made for te Green ShuterH ot 1

% The firstissue was ow nership.The Green Shuterw as one oftie assek inatrust te
henefidary ofwhich was te San Frandsco Foundation. The deat ofte tusts ow ner
preapitakd a Bgalbattl whid ted up te buiBing for sexerallyears

% The second issue was ttattie bank required tie ow ner o subordinat te ground Base
as acondition ofmaking te ban.The h ok Band con m erda Bpropertes are actua ¥ on
a\ery bng-trm ground Base.American H ok I purciased te maser Base from te
prenvjous Base hoWMersin 1996.American H ok B/Crow n Managem entspenta num ber
ofmonts working wit representatinves of te San Frandsco Foundation © obtain
permission © subordinat te Foundation’ intrest® Bank ofte Westduring te
outtanding ban €rm .

% The tirdissue was tiatbanks are notused ©m aking seism icre rofit bans for bui Bings
wit substantiaBretai Band substantia Bresidentia Buses. Lenders usualy haw separat
department wit difkrentunderw riting guide Ines for retai Bcom m erda land residentall
hoe .

Ithas &ken five years © obtain finandng for tis propct. Due © changes in tie banking
industry, mostoftie consorium members are no bnger independentinstitutions. Therefore,
Bank ofte Westwilbe te soll privae consorium member making tis ban.The Green
Suter i ok Bis te BsthuiBing © be funded € rough te seismicretrofit ban program .

Proposed Loan Structure

The totalconstruction costfor te retrofit h andicap acess and fagade im pronem ent is
estimatd at$ miMon. Approxim at ¥, 350,000 is for te retrofitand handicap
im pronem ent and 950,000 is t restore t e bui Bing fagade. The Bank oftie W estis
underw ritng te ban at$150,000, based upon tieir debtserve requirement . This Bawes
agap of$50,000 whid American ot B/ Crow n Managem entis requesting © borrow
from te Redeve bpmentAgencys Low and Moderat Incone K ousing Fund (Low /Mod
Fund).In addition, Crow n ManagementZ American H ok B has innestd $00,000 in
construction draw ings, p bn ded and property repairs ©-dat .

Staffh ave revew ed and \erified te financda ldata and construction-re lh€d inform ation
prepared for Bank oftie West by Crow n Management, Inc/American i ok I, for tis
propct. Fnandallstaement® show a positne cash fibw 1O te con pany o\er tie tree
years proMded . Crow n Management® American H ok I operats 25 h ok 1 t rough out
Nort ern CaHorniaand h as approxim at ¥ 250 em p byees ;Dun and Bradstree t
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com posike aeditanaksis indicaks overallgood credit Bank ofte Westhas underw riten
te ban consenatinve ¥ wit asignificantalbw anc for con m erda Ihacancy and €nant
improvement. Therefore, te actuallcash fbw avai Bb I, w it outan inaease in
com m erda lenancy, appears o be m ore t ansuficdentt repay te Redeve bpment
Agencys ban.

The Bank oftie Wests funds woull be used for te seismicrettofitofte conmerdal
properties and handicap acess requirement; te Low /Mod Fund m onies w oull be used

for teseismicretrofitoft e residentia bh ok Band repair oft e facade .A b ough te Ciy
has a fagade im pronem entprogram utkzing Com m unity Dexe bpmentBbc Grant
(CDBG) funds, forwhia te Green Siuter i ok His e lgib I, staffis proposing t at
Low /Mod Funds be used for tis progctfor @ o reasons:

% The use of CDBG funds woull add a com p Bx, time-consum ing Ryer of regu ktions on
tis propctand

% The funds be le\ed orepairtie Green Shutker facade w oull use abh osth aFFoft e
funds albcakd for t e CDBG-funded fagade program , tereby e Iminating te
opportunity for tree o five otier properties o partidpat in t atprogram .

Staffis recon mending t att e guide Enes for t e fagade program be used for t e porton
ofte ban devotd 1o facade repairs, incliding te requirementte borrower must
m aintain te property acoording  te mainenanc saiedullin te banagreement

The proposed bans wilbe studured as fo lbw s:

% Bank ofthe West

The Bank willm ake ash orterm construction ban of$50,000 atprime inkrestrat p bis
2 perentage point for one year. The construction ban wiBMbe recorded on tie property.
After construction is com p led, te construction ban w i Mbecome a m ortgage of $150,000
wit a bwerintrestrat fetatte five (5) year Treasury Nog yie B p bis 3% for fine years |
and an option © resette rak and exend te ban for an additona Ifive years.An annual
debtservic paym entofapproxim at ¥ $7,000 w i Mbe required .

“ Redewe bpmentAgency

The Redene bpmentAgency wilim ake aconstruction ban of$550,000 att e fine (5) year
Treasury rat p lis 2 perentage point for one year. The construction ban w i lbe recorded
on tie property. Afer construction is com p Ied, tis ban wiBbe con\ered into a second
m ortgage of $100,000 atte five (5) year Treasury Nok rat p bis 2% and a tiird m ortgage
of §50,000 which wilbe a full defrred facade im provement ban tatwi Mbecome due
and payab I ifte property is notm aintained according o standard . Payment on te
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second m ortgage may be parta W de®rred and wiBMnotbecome full amortizing untlte

firstm ortgage is paid offor te property is generating sufficentcsh fibw omeette debt
servic resene requirement of Bank oftie West The propct, as aurrentd underw riten

by Bank ofthe West allbws te Redeve bpmentAgency © recive aminimum annual
paym entofon ¥ 96,000 on it second m ortgage - This w i Mparta ¥ pay annualintrest
cosk;howener, unpaid inerestw i Bcontinue © accum u e _As desaribed abowe, staffs

finanda Bana bsis indicats t atsufidentcsh fibw willexistto pay more tan te

minim um annualpayment Sinc intrestwilaccrue on te unpaid intrest tere is a
pow erfu linentive for American H ok I/Crow n Managementto repay te Agency as

mud as cash fbw permis.

Sum m arv

The Green Shuter f ok Bis a hndm ark bui Bing in te heartofH ayward 3 dow ntown.An
unreinforced masonry bui Bing, itneeds seismic retrofiting in order © prokctthose who
e and w ork tere and anyone wh o m igh the nearby when aseismicewentoccurs .
Because itisanoMer structure wit amix ofcom merda land residentia Buses and is on a
ground Base,ithas been\ery difficu k1o find Enders wiling © finance te needed
construction.The Bank oftte Westhas indicakd aw i Eingness © fund partofte
construction and te maser Bssee has funded some needed repairs butapproxim at ¥
$550,000 is needed o com p e te retrofit h andicap acxss requirement, and con p b€
t e fagade im pronem ent . Staffis recon mending t att e Rede\we bpm entAgency Board
approve tis ban from te Low and Moderat Income H ousing Fund because oftie bng
€rm benefit ©dow ntow nH ayw ard from restoring tis im portantstructure .
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Prepared by:

%/4 mﬂ/'dzm ay

Ann R .Baumierué, 55
com m unity Planrtingand
Economic Dewe bpment Adm inistator

Recommended by:

Y# /éf/f

Sylvid Ehrenthal
Director of Comm unity an
Economic Dew bpment

Appro\ed by:

L ()RMW

Jestiis Armas A
City Manager

Atlaciment Resolition

O ctoher 16, 1998
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REDEVELOPMENT AGENCY OF THE CITY OF HAYWARD
RESOLUTION NO. RA~_______

Introduced by Commissioner

RESOLUTION AUTHORIZING A LOAN OF $550,000 FROM
THE LOW AND MODERATE INCOME HOUSING FUND FOR
SEISMIC RETROHT AND OTHER IMPROVEMENTS TO THE
GREEN SHUTTER HOTEL

WHEREAS, Crown Management, Inc., master lessee, and its management agent,
American Hotels, Inc., are the operators of the Green Shutter Hotel (* Owners’), an unreinforced
masonry building located in downtown Hayward at the corner of “B” and Main Streets, which
contains housing used by persons of low and moderate income; and

WHEREAS, the Owners intend to perform a seismic retrofit, together with
ancillary facade repairs, and to install handicap access improvements in the Green Shutter Hotel,
and the total cost of such repairs and improvements (“the Construction”) have been estimated to
be $1 ,000,000 (One Million dollars); and

WHEREAS, the Owners have asked the City of Hayward and the Redevel opment
Agency of the City of Hayward for aloan in the amount of $550,000 (Five Hundred Fifty
Thousand dollars) to finance that part of the proposed Construction for which financing from
private lenders is not available; and

WHEREAS, the Owners’ loan reguest was duly considered by the City Council,
in its capacity as the Redevelopment Agency of the City of Hayward, at its October 20, 1998,
meeting, pursuant to the report and recommendations presented by the Agency’s staff.

NOW THEREFORE BE IT RESOLVED by the Redevelopment Agency of the
City of Hayward that it hereby determines that the proposed Construction is necessary to
ameliorate building conditions at the Green Shutter Hotel which are potentially hazardous to the
health and safety of low or moderate income residents in the event of atremor and will also
benefit low or moderate income residents by providing handicap access, therefore the Property
Owners' loan request is for purposes consistent with the policies for loans from the Low-and-
Moderate Income Housing Fund.

BE IT ALSO RESOLVED that the Redevelopment Agency of the City of
Hayward authorizes aloan not to exceed $550,000 (Five Hundred Fifty Thousand dollars) from
the Low and Moderate Income Housing Fund, Fund 452, to the Owners of the Green Shutter
Hotel, to be used to defray the costs of the Construction.



conditions:

(1

)

3

(4)

BE IT FURTHER RESOLVED that said loan shall be subject to the following

The Owners shah execute and convey to the Agency a promissory note in the
amount of $550,000 in a form acceptable to the Agency’ s General Counsel, which
provides the following:

(A)  Theloan will accrue interest at a rate equal to the rate of interest earned by
five year treasury notes plus two percent.

(B)  Theportion of the loan proceeds, to be used for seismic retrofit and
handicap access improvements, which are currently estimated to be
approximately $400,000 (Four Hundred Thousand dollars), and interest
thereon shall become due and payable no later than five years after the
Construction is completed, unless the Executive Director authorizes an
extension of the loan for an additional period of time, which shall not
exceed five years.

(C)  Payment of the remainder of the loan proceeds, to be used for facade
repairs and improvements, which are currently estimated to be
approximately $150,000 (One Hundred Fifty Thousand dollar), and
interest thereon shall also become due on terms and conditions acceptable
to the Agency’s Executive Director.

The Owners shall provide security for repayment of the loan by executing and
conveying to the Redevelopment Agency a second mortgage/deed of trust
securing that portion of the loan which is to be used for the seismic retrofit and
handicap access improvements, currently estimated at $400,000 (Four Hundred
Thousand dollars), and athird mortgage/deed of trust for that portion of the loan
which is to be used for the facade repairs and improvements, currently estimated
at $150,000 (One Hundred Fifty Thousand dollars), in a form acceptable to the
Agency’s General Counsel.

The loan documents shall also provide that the loan or portion thereof, together
with accrued interest, shall become immediately due and payable to the Agency
upon written demand if the Agency’s Executive Director determines that the
Owners are not complying with their responsibility to maintain the Green Shutter
Hotel structure in accordance with a Maintenance Agreement acceptable to the
Agency’s Executive Director, which the Owners shall execute as an additional
condition of the Agency’sloan.

If authorized by the Agency’s Executive Director, the Owners’ obligation to repay
the portion of the loan used for facade improvements, together with accrued

interest, may be suspended during the time period that the Green Shutter Hotel is
fully maintained in accordance with the terms of a Maintenance Agreement which



the Owners shall execute as a further condition of the loan, which are acceptable
to the Executive Director and approved as to form by the Agency’s Genera
Counsel.

BE IT FURTHER RESOLVED that the Agency’s Executive Director is authorized to
negotiate, finalize and execute the loan documents contemplated by this Resolution and to take
other actions necessary to implement this Resolution.

HAYWARD, CALIFORNIA 1998

ADOPTED BY THE FOLLOWING VOTE:
AYES:
NOES:
ABSENT:
ATTEST:

Secretary of the Redevelopment Agency
of the City of Hayward

APPROVED AS TO FORM:

General Counsdl



